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$5,872,000 remaining from authorized $8.5 million 
technical coeperation program here by allotted. $128,000 
of total program reserved here. Technical cooperation 


funds must be used cover student assistance expenditures 





and may not be used purchase commodities for rial generation. 
$13 million development assistance hereby allotted for > 
support technical cooperation activities. $11 million of 
this total is on grant and $2 million on loan basis. Missio 
may use these funds same purposes as technical cooperation 
funds, or for purehade project supplies and equipment, or 
for generation rials. Execution project agreements 
involving part of $2 million loan should await negotiations : 
of loan agreement. Loan procedures subject separate cable. 
You are authorized implement regular technical 
cooperation activities including us ef development 
assistance component except that you must submit Karaj 
project proposal for FOA Washington approval. 
: Proceed with negotiations TC ‘agreement but suggest 
minimum publicity in Iran or United States this grant 
pending conclusion and publicity complete aid package. 
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CONFIDENTIAL VERBATIM 


This is a joint Bmbassy-USOM/Iran message: 

ReEmbtel &74 Oct 15 and Deptels 729 Oct 13 and 742 Oct 15. At meeting 
evening Oct 16 with Prime Minister, Minister Finance Amini and Foreign 
Minister Entezam, attended by Ambassador and Warne, agreement reached on letter 
giving assurances re additional aid package. Foreign Minister has assured 

' Emb letter dated Oct 16 addressed to Amb by Prime Minister and containing 
wording as agreed will be delivered to Bmb tomorrow Oct 19 after Iranian 
holiday detee, tf Pinennetan revealed that GOI already had moved to establish 
Economic Council with membership as you eneies plus Frime Minister and 
Entezam to endeavor do things we requested. This action had been forecast by 


Ebtehaj, Managing Director Plan Organization, in earlier conference with Warne, 


Economic Council will have executive secretary as yet undesignated to follow 
through - coordination decisions. letter, therefore, will refer to existing 
Council rather than to proposed committee, 

New wording in subparagraph (c) subdivision (2) agreed to since it 
maintains sense your suggestions and avoids language which proved objectionable 
to Iranians in its specific reference to “unlimited acceptance of foreign 
supplier credits", 

In response to Prime Minister's ensetion, Ambassador assured him that it 
was not repeat not our intention publish letter, Ambassador said it was 
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customary for US Government in order carry out will of Congress and national 
policies to seek assurances in advance of grants and loans that funds would 
be usefully employed as intended, 

In advance of this meeting, Warne had talked at length with Ebtehaj 
and Amini, and Ambassador twice with Entezam. Also these three Iranian 
officials, with key responsibilities in execution of program, had met for 
four hours together and had approved package and plan for assurances to 
us, a8 well as controls within Iranian Govarnment., It was apparent Prime 
Minister had been briefed on result of their discussion prior final meting 
with Ambassador and Warne, 

Agreed text of letter is as follows: 

QUOTE I refer to our recent conversations concerning additional technical, 
economic and financial assistance which the United States is now prepared 
to extend to the Government of Iran, May I express the sincere appreciation 
of my Govt for this further evidence of United States interest in helping 
Iran during this critieal period until ofl revenues begin to flow in substantial 
volume and Iran is in a position to accept full responsibility for its develop- 
ment and other requirements, 
| Our discussions on the proposed aid program naturally have encompassed 
considerations regarding the intention of the Iranian Government not only with 
regard to the utilization of the American aid funds which will be made available 
but also regarding the utilization of Iranian resources in a manner which 
would permit the most effective results from all fds including American aid. 
As you know, the Iranian Government has been giving careful thought to programs 
and policies which it will follow in the economic field upon implementation 
of the oil agreement which has been concluded with the international consortium, 
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CONFIDENTIAL -3- 

Realizing how important it is to mobilize and make the most effective use 

of all of its financial resources during the critical period lying ahead, 

the Iranian Government intends to pursue the following policies in connection 
with the execution of its development program: 

(a) The Iranian Government intends to pursue in appropriate ways the 
policy already instituted to increase its normal revenues and to budget their 
use in connection with its programs, 

(ob) In the interest of making the best use of resources available to the 
Iranian economy and the orderly formulation and execution of its development 
program, the Government of Iran has set up an Zconomic Council composed of 
responsible officials to supervise closely the level of public expenditure for 
budgetary and developmental purposes, and to guard against expenditures for 
such purposes which are not in conformity with the priority needs of the 
economy. 

(c) Along the same lines, the Economic Council is seeking to conserve and 
to make the most effective use of all foreign exchange resources of Iran by 
managing these resources so as (1) to support and facilitate orderly economic 
development; (2) to adjust public and private imports to a level which is 
related to reasonable prospects for Iran's long-term exchange availabilities, 
and which would be in keeping with the future resources of the Government of 
Iran; and (3) to foster the development of a diversified export trade. The 
rate of exchange is an important factor in establishing the volume of Iranian 
imports and exports, and hence the level of foreign aid required. Iran, as 
a member of the International Monetary Fund, will, of course, consult the Fund 
in accordance with its procedures in advance of effecting any changes in the 
exchange rate. UNQUOTE. \C 
WEWarne /WMRountree/nd jum 8 ROUNTRES 
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MEMORANDUM FOR THE FILES Septesber 21, 195k 
GTI = Mr. Lincoln 


~ FY 1954 -— Aid to Iren 


In discussion of economic aid at meeting September 20, 195k, 
figures as to Iranian need in FY 1954 ware listed as follows: 


Budget Support $ Millions $ Midlions 
August 20 - October 20 (supplied) 


October 20 ~ December 31 (Est. required) I2-t 
ce kd . Ree 
- June e 
Amount still required ee 


Total Budget support 51.6 
~~ Economic Program 


o 93 


8.5 
Associated Development 13. 
Total Basic economic program 21.5 
Economic Development 
Ex~Im loan Karaj 18 
Other projects 35 
Total Levelopment projects so 
Total Economic Aid FY 1955 126.1 
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Allotment $2,500,000 hereby made ap: ropriation 72-1151025 
allotment symbol 065=71-5CC, Obligations and expenditures for 
technical cooperation activities charged to appropriation 
account 72=112/51052 since July 1, 1954 under interim instructions 





contained in Circular X-ll dated July 7,1954 are to be transferred 

to this account. Confirming document follows. FYI 1955 TC program pe 

level 8.5 appréved FOA Washington. Reference USFOTO 415 new es 

allotment numbers should read 065-70—5LL and 065=71-5CC respectively. } 
Emergency alhotment $533,000 student assistance is included in > 

$2, 500,000. | 
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To: Mr, Warne 


From: 


bS bX. 
SECRET fie 
OFFICE OF THE TREASURY REPRESENTATIVE 


Mr, Bray 





George M, Bennsky, Jr 
Assistant U,S, Treasury Representative 
in the Middle Fast 


Attached for your information are three 
tables re U,S, aid to NEA countries which I 
obtained from the Mutual Secvrity we 1956 
Budget Bureau Presentation _ Book while 
on on homeleave, They break down cetaE re on; 
estimated FY 55 and proposed FY 56 aid by 
function, type of financing and country, 






In order to present a clearer picture 
of the firmness of the FY 55 estimates pre- 
sented in these tables, I attach a summary 
of the availability of FY 55 funds and the 
claims on them, as of November 8, 1954, 


As of my departure from Washington, 


Budget Bureau hearings had not commenced on 


the FY 56 aid proposals for NEA, 
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Subjeets Budgetary Support for Iran. 
When development assistance funds become available FOA Washington 
will allot and USOM will be authorized immediately obligate and, 
should it be necessary disburse up to $10 million for economic aid 
for Iran. Allotting funds immediately when appropriation bill signed, 
Non obligating agreement that USOM authorized sign with Ministry 
Finance without further reference FOA Washington should require use 
of $10 million for financing essential imports into Iran and generation ° 
local currency for GOIs current operating expenses. Agreement should 


further: : 
le Provide for application of existing PA system insofar as t. 

possible in use of dollars. (This will require USOM to secure FOA 

' Nitshington approval by cabling commodity code numbers, value and ‘ 


ee _ Proposed sources before issuing a PA.) 


2 Require establishment procedures to assure, insofar as 
practicable and to the maximm extent consistent with the purposes of 
this economic aid for Iran, (A) that American suppliers participate 
equitably in furnishing imports purchased with United States aid 
dstiare 3; (B) that American suppliers receive adequate information, 

| as far in/ | 


RECEIVER 
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as far in advance as possible, about imports to be financed with 
United States aid dollars; (C) that Iranian importers using United 
States aid dollars receive information about commodities produced by 
American suppliers. 

3. Require that all procurement must comply with applicable 
provisions FOA regulation one including but not limited to price and 
refund provision, also requirement that at least fifty percent ship- 
ments move in United States flag vessels, (purchases of coal or 
agricultural products in surplus in United States may be made only 
in United States). 

4. Provide that no purchases shall be made in Iron Curtain 
countries or that no imports into Iran which are financed with United 
States aid funds shall be reexported. 

5 Stipulate that rial preceeds from United States funds shall 
be deposited in Ministry Finance account and may be used for helping 
meet current operating expenses of GOI but shall not be used pay GOI 
debts, 

USOM should make every effort secure agreement from GOI for Bank 
Melli advance against PAs with commitment that advance would be repaid 
bank a8 rials generated from PAs, 

USOM is authorized, but only if there is no other alternative, 
he debiver up to $5 millién in form of treasury check to Ministry 
Finance for purchase rials from bank. 

In this conneetion USOM should endeavor obtain rial advance from 

Ministry Finance/ 
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Ministry Finanee account 3082), for rial costs Master Joint Fund against 
commitment advance will be repaid from rial proceeds of FAs committing 





$181,500. Advise whether latter can be sedured. 

While above assistance will be on grant basis as indicated 
paragraph II Deptel 206 please note that as much as possible of further 
assistance (other than TA) should be on loan basis, This question now 
under serious consideration Washingtoy, and request specific views of 
Rmbassx/USOM as to problems created if all or substantial part of 
furube development assistance were extended on loan basis, 

Realize USOM and BEnbassy fully cognizant importance of Iran avoiding 
premature commitments of its future oil revermes to repay various crdéddits 
now being pressed upon it. You should continue to stress United States 
would find it most difficult to defend even $10 million grant 
authorized by this cable, if at same time Iran was commiting itself 


right and left to repay credits from other countries. \, 
STASSEN | 
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Sent Dept e/a atpns for ins EE 
Refa: A. WSFOTO 795 
B, USFOTO 546 

A, Reference A is first indication that "sales proceeds" referred to in 
Section 142 (11) MS Aet, 1954, should include customs duties and comprise total 
collected from Iranian merchants. Reference B outlined procedures and stated "to 
comply with Section 142, para. 11, 1954 Mutual Seourity Act, all rials generated 
through PA system with 1955 grant funds including part $19 million budgetary support 
grant as used, should be deposited in special account ...". This language a 
obviously dées not contemplate inclusion of customs duties and other taxes levied © 
on goods which are purchased with these bank documents. In accordance with . 
instructions, we have entered into agreement with Govt Iran regarding method of i 
computing, and amount of rials to be deposited to new specyiil account, To date | 
$16 million has been made available to Govt Iran with provision for deposit to 
special account of total proceeds from sales letters of credit or sight drafts by 
Bank Melli to Iranian merchants, No reference made to customs duties or other 
possible taxes which might eventuate after documentary credit sold by Govt Iran 
to local merchants, 

B, We believe that interpretation of "sales proceeis" to include customs 
duties and other taxes will create political and fiscal problems of such @imensions 
that our grant assistance could be rendered ineffective in helping Iran through 
difficult pertod, 

1. Under Iranian budgetary laws, we seriously doubt whether Govt Iran 
CONFIDENTIAL 
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could divert to special rial account customs duties and other taxes collected on 
commodities financed by bank documents iesued on basis of POA grants, Consensus 
here is that Majlis appreval would be required. Same condition would apply if Govt 
attempted to divert other funis te substitute for equivalent amount ef eustons 
duties and other taxes on similarly financed imports. Majlis has enacted series of 
continuing resolutions but has not yet enacted definitive bwigetary law for current 
fiseal year, ending Mar 21, 1955, It doubtful whether Majlis, even if it understood 
justification for proposed action, vould be prepared to enact promptly necessary 
enabling legislation to meet requirement proposed in JSFOTO 795, Opponents would 
argue proposed legislation constituted unwarranted interference in Iranian eustons 
and tax administration, especially since such tax collections could only be utilised 
with consent U5 Govt. 

2, Present state of Iranian fiseal administration such that impositien of 
tremendous burden of ascertaining duties ami other taxes on POA financed commodities 
might vell eventuate in disruption of present custome administration, JSOM in no 
position to do this work fer [ranian Govt or even to umiertake, with cooperation 
Tranian Govt, to mike vorthwhile audit. Tine and effort required to attenpt ascertain 
tax collections on imports financed under PA or sight draft system vould be mach _ 
better employed to improve Iran's tax collection and administration along the lines | 
recosmenied by USOM/I tax experts, Ke future seles letters credit ani sight drafts, 
to eollest customs and other taxes at tine letter credit 901d would only result in 
refusal Iranian merchants to use PA system, particularly since inoorters hesitate 
buy letters of creiit when rate reduction anticipated, Bank would alse object to 
playing role of tax collector, and would probably maintain it had no legal authority 
to do so. In our opinion, it would be worth while for Govt Iran, if interpretation 
given USFOTO 705 prevailed, to provide tax exemptions (assuming Majlis approval _ 
could be obtained) on imports financed by bank documents based on FOA grant aid 
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rather than engage in unworkable administrative procedures. One consequence this 
action would be to increase Gevt's budgetary deficit. 

3. Even if Govt Iran could overcome foregoince legal and administrative 
difficulties, we believe that no useful purpose would be served by requiring, either 
new or in Suture, that “ovt Iran deposit in special aceount riale equivalent to 
duties and other taxes collected on commodity imports financed by documentary eredits 
made possible by 7OA grants, Primary purpose of this assistance is to support Govt 
Tran budget. All customs receipts (which are principal source Govt Iran revemes) 
and other duties collected are now used to meet Govt expenditures, ur assistance 
in form of rial generating PAs and sight drafts is barely sufficient to cover 
remaining deficit. Nothing could be gained by diverting portion of Iran's tax 
revenues to special account, since such diveraion would only increase deficit to. be 
covered. Govt of Iran officials and Majlis would be completely unable to understand 
reason for sivaa what they might consider to be bookkeeping legerdemain, We 
anticipate that Iranian offictals vould reason that requirements of sub-section 11 
could be fully met if US furnished dollars unconditionally in form of dollar instra~ 
ments rather than financing, with dollar funds, commodity imports under PA and 
sight draft system, Govt would sell dollar instruments te Bank Melli at commercial 
rate aud proceeds such sales would represent Govt Iran's liabilities to special 
account, 

C. We strongly recomend reconsideration of interpretation of "sales proceeds" 
given USFOTO 705 and determination that requirements of Section 142 (11) are met by 
deposit in #pecial account of proceeds received by Govt Iran through sales letters 
of credit and sight drafts te Iranian merchants. 

Rabassy coneurs. 

: ; GOULDER 
Liggitt/ White/Goulden/Bray /Rountree tlm 
- Kovember 19, 1954. CONFIDENTIAL 


DEPARTMENT 15 November 1954 
USFOTO 705 
CONFIDENTIAL 16 November 1954,° 4:30 p.m. 


SENT TEHRAN USPOTO 705 FROM DEPARTMENT 


1. Confirming discussions Warne re paragraph 11, 
Section 142, MS Act, 1954, suggest following amendments 
November 1, 1953, exchange notes which FOA Washington 
understands is made applicable as a procedural matter 
to all United States dollar aid. If this understanding 
not correct similar amendments should be made to any 
agreement under which local currency sales proceeds 


may result. 


2. Amend paragraph 2 November 1, 1953, exchange © 9. 


notes by adding following subparagraphs: 
"(A) Government Iran will make available to 
Government United States such portion of special account 


as may be determined by Government United States, on 


_ notification from time to time to Government Iran, to 


be necessary for its local currency requirements and 
administrative expenditures incident to furnishing 
assistance under this agreement. 

"(B) Government Iran may draw upon any remaining 
balance in special account for programs agreed to by 


Government United States and consistent with purpose. 


\ #! 


of this/ 
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a 
Department's USFOTO 705 dated November 15, 1954, 5 p.m. CONFIDENTIAL 


of this agreement", 

3. Since subparagraph (B) prohibits use special account 
without approval, United States, FOA Washington counsel does not 
believe it mandatory include provision handed Warne in Washington 
to effect that on termination United States assistance unencumbered 
balances special account shail be disposed of for agreed purposes 
subject congressional approval. However, you may wish point out 
this current legislative requirement to GOI. 

4%, In aggmgdr accordance Washington discussion Warne foregoing 
provisions for control of rials generated do not distinguish between 
sales proceeds from commodities @a furnished on grant basis and rials 
generated through emergency transfer of dollar funds when proceeds 
accrue to the Government of Iran. If you wish reconsider this 
Suggest establishment separate special account or subaccount of 
account number 30824 as follows (adding subparagraph 2(A) and (B) 
above after): "Minister of Finance will promptly establish special 
account number blank (subaccount of special account number 30824) 
in name of Government Iran and will make deposits of amount rials 
accruing to Government Iran from sale of commodities supplied under 
this agreement or otherwise accruing to Government Iran as result 
of sele of such commodities". 

Sales proceeds from FOA imports include duties and comprise 
total collected from Iran merchants. 
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Problems raised Embtel 945 receiving attention 


appropriate agencies. Will respond in few days. 


tjc/ndb/26 


DULLES 


INFO copy 


CONFIDENTIAL 





/ 


RETURM To PONT y 


“ SURNAME 





wi hl Oe Gi wy tes wa 











SECSTATE 





CONFIDENTIAL + VERBATIM « PRIORITY 








Joint USUM/Iran and Embassy i 





Ref Deptel 655; Umbtel 9933 Deptel 86h. 


At meetin, wit Amini, Minister Finance, and fbtehaj, Managing Director —— 





Plan Urganiszation, Warne and Dray agreed to Iranian text of release and to timing. 
Iranians agree to ashinzton text with chan covered in Deptel 06]; and to vashineton 
release aite papers Tuesday November 2 to coincide with Tehran release Iranian text 
tO Pete papers Tuesday. 


Sram 6 CovwT 


Wy aislation Iranian text follows * comededwet 


Ling 

9! 

Daw gw re; 
thet oil revenues curing the next 3 years will not be sufficient to remove budget 


BE a . 
deficits and provide for development plans, is prepared, in addition to aids already $ 


Quote. The Government of the United States baking into consideration the fact 


given, to continue teess=aids for a period until the Government of Tran is able to 


- implement development projects frou its own various revenues. Ar efore the UeSe 
Government has decided to make available up to 127.3 million dollars to Iran through f 
the Foreign Operations Adninistration aud Ex=Im Bank. This total includes: 

$2125 million for technical cooperation programs; $52.8 million for import of com= 


te erected i onde ater sr 
modities and for generationg of rials ané = , 






o essential 
no é 4 

expenditures of the Governments and a further $53 million for aid $e —— 

o short term development projects previously approved , 

| "Of the above $127 3 million $85 million would be made available in the form of 

Ag a4e-po8t 
loanjand the balance as grant} Of weeeh 15 million has already been alloted for 
emergency aidp,. | 
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"Thus the Government of Iran will be able with the above aide, and through 
measures taken in drawing up the budget and acquiring revenues from other intemal] 
sources, to carry out a development program. 

"The Iranian Government expresses its gratitude for the cooperation and aidg 
extended by the Government of the U.S. for the betterment of the economic and 
financial situation of Iran. As regards the terms of the loan proposed and the 
manner of using it discussions will be ue and after tg permission of the two 


to bese 
houses of Paxsianeny, ssoeeadry steps will be taken. UNQUOTE, 


ROUNTREE 


WEWarne :eah 
Nov. i, 195 
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CONFIDENTIAL National Advisory Council 
Document No. ae (Revised) 
November l, 1 
(Action Sheet) 


Subject: Proposed Counterpart Release in Iran for Fiscal Year 1955 


Recommended Action: 


The National Advisory Council advises the Director of the 
Foreign Operations Administration that it offers no objection 
to the release of up to 1,915.2 million counterpart rials (about 
$22.8 million) from the special account in Tehran for use by the . 
perience of Iran to help meet its operating deficit until about 

anuary 1955, and about 550.6 million counterpart rials (about 

$6, 5 6.5 millions for lecal currency costs of the technical cooperation 
program, It is understood that the rials for budgetary support, 
when released, will be channeled through the master aid account and 
utilized in accordance with the procedures established for the 
emergency aid program. 


CONFIDENTIAy, 


REGISTER NO, B-13108 
COPY NO, 63 
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CONFIDENTIAL Cc National Advisory Council 


0 Document No. 1697 (Revised) 
8 P November h, 195) 
-* y 
MEMORANDUM Za 
To: The National Advisory Council 
From: Foreign Operations Administration 
Subject: Proposed Counterpart Release in Iran for Fiscal Year 1955 
PROBLEM 


FOA has already provided $15 million on a grant basis to Iran for budgetary 
support and will provide an additional $7.8 million grant to help meet the 
Government of Iran's budget deficit until about January, 1955. In addition FOA 
is granting $11 million of development assistance for use in support of the 
technical cooperation programs - $6.5 million of this amount to represent local 
currency costs which will be met with proceeds from imports. 


FOA therefore requests approval for the release of up to 1915.2 million 
counterpart rials (about $22.8 million) from the special account in Tehran for 
use by the Government of Iran to help meet its operating deficit until about 
January 1955, The rials, when rekased, will be channeled through the Master 
Aid Account #3082) and utilized in accordance with procedures established for 
the emerrency aid program. FOA also requests approval to use about 550.6 mil- 
lion of counterpart rials (about $6.5 million) for local currency costs of the 
technical cooperation program, 


DISCUSSION 


Since oil nationalization in May 1951 and the cessation of oil revenues, 
Iran's budret has operated at a deficit, and its foreign exchange reserves have 
been drastically reduced. Following the establishment of Premier Zahedi's govern- 
ment in August 1953, FOA provided $60 million in grant aid during FY 195) to pro- 
vide foreign exchange for essential imports, and renerate rials for use to help 
meet the Government's operating deficit. $28 million of this aid, provided in 
cash to the Iranian Government, was sold for local currency to the Bank Melli, 
which used it as free exchange, primarily to release goods held in customs. The 
rials deposited, acquired from Iranian importers, were used to help meet the 
Government's operating deficit, which included expenditures for special impact 
projects, salary bonuses for the Army and Police, National Iranian 0il Company 
salaries, and joint technical cooperation projects, in accordance with an in- 
formal schedule developed by the USOM/Iran and the Minister of Finance. 


During the Iranian fiscal year 1332, ending March 21, 195), the Government- 
al deficit totalled 4552 million rials. About 80% of these expenditureswre for 
governmental salaries which it is politically inadvisable to reduce. The offici- 
al Iranian budget for 1333 calls for expenditures exceeding revenues by 5.05 
billion rials ($59.6 million) in the year ending March 1955, NAC approval is 
requested for the release of the counterpart mentioned above to help meet this 
deficit. These minimum expenditures do not provide fully for necessary pay 
increases to government workers and the army, or for minimum economic develop- 
ment projects which are politically urgent, 


: On October 16, 195), the Government of Iran provided assurances to the U.S. 
Ambassador that the Government would coordinate and review foreign credit pro- 
posals and economic development projects to avoid over-commitment of Iran's pres- 
ent and future resources, and that governmental, fiscal, monetary and trade poli- 
cies would be designed to make effective use of United States grant funds. With 
evidence of vigorous U5. support, it is felt that the present Iranian adminis-~ 
tration will resist political forces which are pressing for continued exchance 
appreciation and the uncoordinated use of recently offered Furopean supplier-credits, 


CONFIDENTIAL REGISTER NO, B-13108 
COPY NO. 
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CONFIDENTIAL National Advisory Council 
Document No. 1699 
Nov, 2, 195) 


EXPORT=IMPORT BANK OF WASHINCTON 
Washington 25, D. C. 


Nov. 2, 195i 


Mr. Ce Dillon Glendinning 

Secretary, National Advisory Council 
on International Monetary and 
Financial Problems 

Department of the Treasury 

Washington 25, D.C. 


Dear Mr, Glendinning: 


The Export-Import Bank has recently received from the Government 
of Iran applications for assistance in financing the construction 
of the Karaj Dam near Teheran for a total of $18,000,000 and for 
the financing of several additional development projects for a 
total of $35,000,000. The Bank understands that these amounts, 
representing a total of $53,000,000, are part of a proposed 
overall U,5, Government commitment of $85,000,000 for assistance 
to Iran on a loan basis, The difference of $32,000,000 is to 
be provided from FOA funds for budgetary support and basic economic 
development assistance, 


Of the projects submitted to the Bank, detailed infor- 
mation, thus far, has been provided only for the Karaj Dam. 
This dam, to be located on the Karaj river in the Elburz 
mountains, about 0 miles northwest of Teheran, is to be a 
multipurpose development providing for a water supply for the 
city of Teheran, regulated water supplies for certain irriga~- 
tion projects in the Karaj river valley, and for hydroelectric 
power for the city of Teheran. The project includes the con- 
struction, within a 5-year period, of a concrete, arch-type 
dam about 610 feet in height creating a reservoir with storage 
capacity of 166, 19) acre feet, and of a 33,000 kw power plan 
and transmission line to Teheran. The estimated cost of the 
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project, at present prices and exchange rates, amounts to the 
equivalent of $31,770,000, of which $16,000,000 are expected 
to represent actual disbursements in U. S. dollars. It is 
for the financing of the latter that the Iranian Government 
is applying to the Bank. 


In addition to the Karaj Dam, the Iranian Government 
hes submitted to the Bank a list of other projects for the 
financing of which the Bank's assistance is sought. These 
projects were, however, submitted by designation and approxi- 
mate amount only, with the request that they be considered in 
& group as a matter of general policy and the necessary funds 
be earmarked to insure that an actual loan commitment can be 
meade in each case when the necessary supporting data become 
available. The projects in question are: 


Cement plan $ 4,000,000 
Doroodsan Dam 6,000 ,000 
Telecommnications 3,000 ,000 
Agricultural machinery 11,000 ,000 
Diesel locomotives 11,000 ,000 

Total $35 ,000 ,000 


fhe Bank proposes to study these projects, or similar 
ones which may be sub stituted for them by the Iranian 
Government, when the required technical data are submitted 
and to base its final decision as to a loan commitment on the 
merits of the individual case. The Bank understands that, 
from the point of view of general U. S. policy objectives in 
Iran, it appears desirable that an earmark for the Bank's 
proposed total commitment of $53,000,000 be made without delay; 
therefore the Export-Import Bank requests that the National 
Advisory Council advise the Bank whether the Council perceives 
any objection to the consideration of such an earmark at the 
present time. 


Very truly yours, 
/s/ Hawthorne Arey 


Hawthorne Arey 
Director 
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Joint State-FOA Message 


suBJEcT — Development FY 56 MS Program 


DISTRIBUTION 


9 REFERENCE — Cire, Airgram N-A-22, Cire. Airgram A-55 

BLACK 1. Information requested this telegram must be received Washington 

DEP Octeber 20, | 

hes | parga td ve 
2. In addition tabulations requested Ryf airgram N-A~22 narative 

a ie containing coordinated country team rationale amount and form U.S. assistance 

— proposed should be submitted, Purposes this telegram outline guidelines for 

NEAP preparation narratige and additional data required completion tabular 

ONEA material. 

PAD — 7 

SIMD 3, Assume aid levels during FY Fea will be Technical Cooperation $8.5 


RMX $35 
--SMCS_——___| »s3940n, Development Assistance Obi million.~ Assume Seen target 







ne — FY 36 Technical piece 
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BB your opinion feasible lower targets. If country team believes thes targets 


CIA 3 must be raised to accomplish U.S. purposes then make two submissions; one at 


given target level and one at level believed required. 
TEHRAN1O 4. Following general assumptions should guide program proparation 
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(a) | j Purposes all fromens maximize achievement U.S. foreign policy objectives 


while “Aninttng cost int ms U.S. resources. : 
: (b) East-West teng on constant throughout FY 56 without overt aggression 


against Free World. 
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(c) MSP abil as important instrument U.S. foreign policy at least 
through FY 58 For purposes this preparation only assume no changes present arrange~ 
ments respeet organization and administration MSP during FY 56. 

(ad) Free World — activity continues high level with prices constant. 
U.S. private investment surged will inerease only mederately during FY 56, 

do. Aid peeenenes 
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| Attachment Cigeular Airgram A~55 of September 24 pages ite 14-16 provides 


guidance Sor sution Teehni cal Gooperation, Addition following factors should be con~ 


sidered preparing programs. 
| de Contimed emphasis university contracts. 
% 





i en Goncentration annual effort on selected priority activities essential 


to economic ‘Lopment rathor than ‘Seperation efforts all sectors needing improvement. 


Soy eTRR aN, a8 


i 3, Annu. proere: de signed in such manner as provide phasing out U. S, 
assistance ia ividual pro; septs and f# assumption Peremnie? respensibility host country 
with own resdurces. Indicate in narrative outlook this regard end FY 1956 and near 





‘ | Stable ervanthng economies are requirement for wcities security 
throughout NRA area, This truce in countries where U.S.. not providing military 
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assistance as of as countrie | vhere such asetstance being provided, In former only 
Development heatptance funds w i be used help promote economic growth. In latter only 
Defense Support funds can be r { facilitate attainment and ultimate mintenance agreed 
levels military effort. Sectoy s of economy to which defense support resources are 
applied may be ay sectors unig calculated achieve desired objective and need not be 
limited military, ‘sector. 

(e) Di roct Forces port funds will be used to finance specific supplies, 
equipment, servitos which go of ectly into hands military forces, or otherwise immediately 
benefit — »forces but vg h cannot be provided through military assistance. 

6. Forms ¢ paid. 

fa) Ag culturel comm foaaty component of imports financed with MSP funds will 
be maximized in Rovoloping rr 6 MSP programs, Where any choice exists between 
financing procrahs under MSP oj | under PL 480, latter will be used. It should not be 
assumed that PL 180 represents} feng solution for countries having balance of payments 
difficulties. | 

(b) Loans. : 

Technical Coopers jtion, and Direct¢ Forces Support will continue be on 


grant basis. Delvelopment Ass btance or Defense Support shall be cattle on loan basis 





unless country team can demo 34 rate U.S, objectives will not be achieved unless part or 
all is on grant basis. | 

Assume loan termp to be: 

(1) Up to eirty, j year lonas with no repaynents capital or accrual of 
interest during first 3 years. 

(2) Interest . e 3% if repayment in dollars, 4% if repayment in local 
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currency. Irrevocable convertibility from local currency in dollar repayment basis at 
borrower's option. § 

(3) As tnAtontod purpose U.S, assistance facilitate economic growth by 
applying U.S. resources crt ttodh sectors. Within limits set this objective assistance 
extended on loan basis should be related where possible to projects having income 
earning features rather than piojects not in themselves productive in income producing 


sense , 
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fx 7, Narr rrative 
(a) Prepare short statonent outlining major reasons for U.S. aid to Iran 


with particular | emphasis th ose U.S, foreign policy objectives specifically advanced 
or — by aia programs. | 

(b) List major changes, if any, in Iran, political, military, and economic 
situation; probims resulting therefrom, and effect upon size and emphasis MS raarse 
proposed FY 56, 

(ec) Yeti Describe progress made to date as result U.S, aid prior years 
and estimate progress achievable in FY 55 and 56 at projected aid levels. Relate 
specifically to dncreased mk political stability, foreign exchange position, GNP, 
living stantards, governnental reforms. 

(a) Walthin assumptions and guidelines given above, describe by major areas 
uses to which proposed aid funds will be put. Discuss specifically loans and uses of 
visita agricultural commodities, 

(e) Discuss major eomponents unexpended fund pipeline all programs where 
substantial expended balance exists. 

(2) For TC Programs - Re long range Technical Cooperation programs, discuss 
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plans with particular emphasis next 5 years, Outline progress to date, proposed 
changes in direction, and estimated levels of aid required year by year through FY 60, 
Appraise host country's ability and willingness take over activities developed under TC 


program, Estimate host country's contribution TC programs year by year through FY 60, 
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Although you should not formally give assurance requested reftel 
you may state that United States does not expect exercise withdrawal 
privilege. 
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bests Oct. 14, 1954 8 pm 
USFOTO 546 
Confidential Oct. 15, 1954 3:30 pm 


Sent Amembassy 
Tehran USFOTO 546 


Reference Deptel 729. 

$5 million development assistance hereby allotted 
for use as grant /maybe disbursed as dollar check to Bank Melli 
with understanding that bank deposits rial equivalent at highest 


possible rate in special account, uses dollars exclusively release 





United States goods in customs, and provides completey documentation 
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as in past similar transactions (no legal requirement follow 
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counterpart procedure described below but believe compliance 
desirable. 

To comply with section 142 paragraph 11 of 1954 
Mutual Security Act all rials generated through PA system with 
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1955 grant funds including part $10 million budgetary support 

grant as used, should be deposited in special account separate 

from account 30824 to order GOI which must agree provide United 

States government with whatever rials are needed for United States 

requirements and use remainder for purposes agreed to by Mnised 

states. Proposed anendment November 1, 1953 agreement subject 
separate/ 
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CONF NTIAL 
Page gtwo of Dept's USFOTO 546 of Oct. 14, 1954 & pm 


separate cable. Believe rial planning table if formalized 
adequate for necessary compliance section 142 paragraph 11. 
Mission has advised certain military expenditures GOI budget 
ealls for were recentlgy transferred from category extraordinary 
expenditures to regular expenditures. Advise what expenditures 
this nature already made as reault budgetary support program 
and extent to which this program will meet such expenditures 
in future. Give also separately expenditures that would be 
classified as defense support and forecast what similar expenditures 
will be made under th&s program. 

Advice of allotment follows. 

Charge appropriation 72-113/51038 allotment 065- 
70-5LL. 
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PARTICIPANTS: H.E. Golam Hosein Ebtehaj, Mayor of Tehran a; 
Mr, Alimad Ebtehaj, Civil Engineer 
H.E. Hosein Ala, Minister of Court 
Mr, William H, Bray, Counselor of Embassy for Economic 


Affairs . 
TIME: Metober 4 and 7, 1954. 
SUBJECT Request for assistance in making dollar foreign exchange 


available for ten percent down payment on cement making 
machinery from Danish firm. 


On October 4 the Mayor of Tehran telephoned me to request that I 
make an appointment to see his brother, Ahmad Ebtehaj, a Director of 
the Tehran Cement Company, on an important matter. I agreed to see 
Mr, Eotehaj] at 12 o'clock, October 4. 


Mr. Ahmad Ebtehaj stated that the Tehran Cement Company had entered 
into a contract with F, L. Smidth & Co. of Copemhagen to purchase cement 
making machinery of 300 tons capacity a day. The amount of the contract 
was 7,561,100 Danish kroner, equivalent to about $1.1 million, payable 
over a five year period, and with a down payment of 19 percent at time of 
order. A special discount of 513,100 Danish kroner had been given on the 
order, making the net price of the contract 7,048,000 Danish kroner. 
Freight charges equivalent to about 8 percent of the contract price would 
sonstitute an extra charge. Interest on the unpaid balance would be 7 
percent per year. In reply to my question, Mr. Ahmad Ebtehaj stated that 
the Danish supplier had required that the Bank Melli emiorse the notes 
representing installments on the unpaid balances He had discussed this 
matter previously with Bank Melli officials and had fully understood that 
the Bank Melli would endorse the notes representing the unpaid install- 
ments. He had just learned that Mr, Kashani, Viee-Governor of the Bank 
Melli, had stated that Bank Melli would not endorse the notes which Tehran 
Cement Company intended to make out in favor of the Danish supplier. 


= aemal| oY 2 : 


Mr. Fbtehaj stated that the Bank Melli had also refused to make 
dollars available so that the Tehran Cement Company could make the initial | 
down payment in the amount of slightly more than $100,000. Mr. Ebtehaj 
said that his company had the rials available to buy the dollars at the 
commercial rate. He asked whether the Embassy would take steps to request 
the United Stetes Government to authorize the Bank Melli to make available 
United States aid dollars to meet the down payment to the Danish supplier. 
In reply to my question, Mr. Ebtehaj assured me that the terms of the 
contract call for payment in Danish kroner or in dollars. He alse had a 
copy of the letter from the Danish supplier, which he agreed to make 
available to me, in which the Danish supplier agreed to acaept payment 
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in pounds sterling, provided that the amount of such sterling when con~ 
verted inte Danish Kroner would yield the amounts of Danish kroners 
specified in the contract. | 


I stated that Mr. Ebtehaj should resolve his difficulties with the 
Bank Melli before the Embassy could take his request under advisement. 
If the Danish supplier insisted on Bank Melli endorsement of the notes 
representing the unpaid balance and if Bank Melli refused to make such a 
guarantee, Mr, Ebtehaj would be ill-advised to make the 10 percent down 
payment, regardless of the currency in which that down payment was made, 
Mr, Ebtehaj said he recognized the validity of this approach and that he 
would first diseues the matter with the Bank Melli officials and attempt 
to persuade them to endorse the notes of the Tehran Cement Company to the 
Danish supplier. He was convinced that the Danish supplier would not 
implement the contract unless Bank Mslli endorsement were obtained. ls 
said he would return to the Dubassy after he had obtained the Bank Melli's 
consent to endorse the notes, i.o., to guarantee the loan from the supplier. 


On October 7 H.E. Hossein Ala, the Minister of Court, telephoned me 
to state that Mr. Ebtehaj would like to see me. Mr. Ala stated thet the 
Tehran Cement Company was making every effort to increase the cement 
producing capacity of Tran, ani the success of its efforts was of great 
importance to the well-being of the Iranian nation. I told Mr, Ala that 
T had already spoken to Mr. Ebtehaj on one occasion and that I understood 
he had made an appointment to come to the Enbassy at noon that day, and 
that the Eubassy would give sympathetic consideration to Mr. Ebtehaj's 
request for assistance. Mr. Ala said that he was certain that the Embassy 
would do sos his purpose in calling was to indicate to the Embassy the 
great importance which he attached to a solution of Mr, Ebtehaj's vroblems, 


At noon October 7 Mr. Ahmad Wbhtehaj came to my office to state that 
he had had a recent discussion with Mr. Kashani, Vice-Governor of the Bank 
Melli, who had agreed to abide by the original undertaking between the 
Bank Melli and the Directors of the Tehran Cement Company with regard to 
Bank Melli guaranteeing payment of the installments to the Danish supplier. 
Mr. Ebteha] said that the bank was unable to furnish dollars for the 
initial down payment unless the Bank Melli could use United States aid 
funds for that purpose. Mr. btehaj implied that he hoped United States 
aid funds would be available for both the down payment of 19 percent and 
for the second installment, equivalent to 15 percent of the contract 
price, which would be due three months after the paynent of the first 
installment, I told Mr. Ebtehaj that we should concern ourselves at this 
time only with the initial down payment of 10 percent. It was possible 
that in three months time sterling would be available which the Bank Melli 
could use to meet the second installment payment. Mr. Ebtehaj agreed 
that our discussion should be confined to the possibilities of effecting 
the initial down payment of 19 percent of the contract price. 


Mr. Ebtehaj asked whether the Minister of Court, Mr. Hossein Ala, 
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had spoken to me about the possibilities of the Embassy assisting the 
Tehran Cement Company. In commenting upon my affirmative reply Mr, 
Ebtehaj stated that both the Shah and the Minister of Court had invested 
funds in the Tehran Cement Company because both were convinced that Iran 
urgently needed cement. Mr. Ebtehaj stated that he had tried to orgunize 
the cement mamfacturing company since 1948, and that he had hoped to 
obtain some financial assistance from the Govermment of Iran, Plans for 
government financial participation had been unsuccessful and for the last 
Beveral years he had devoted his efforts to raising capital from private 
sources, He had been successful and he took pride in being able to 
bring to Iran the cement making plent which was privately organized and 
all of the capital came from private sources, He hoped that this effort 
in private enterprise would be successful, 


Mr. Ebtehaj said he had discussed the problem of making the initial 
down payment to the Danish supplier with both the Shah and the Minister 
of Court last week, According to Mr. Ebtehaj the Shah had stated that 
he would be prepared to speak directly to the 4merican Ambassador about 
this matter. 


Mr. Fotehaj stated that if the down payment oodd be made immediately, 
the cement plant could be in operation toward the enl of 1955 or early 
in 1956, The plant would therefore be in production at the time when 
Morrison-Knudsen would be requiring large quantities of cement for the 
construction of the Karaj Dam. Mr. Ebtehaj implied that he had already 
reached an unlerstanling with Mr. Barry, Vice-President of Morrison<- 
Knudsen International, regarding the supply of cement to the Karaj Dam 
construction project by the Tehran Cement Company, 


Mr. Ebtehaj stated that the site for the cement plant had been 
selected and that the plant would be located near an te source of 
raw materials for cement production. The Tehran Cement 
to start construction of the factory building in the next two months, 
ye factory building would be constructed by Mr. Ebtehaj's construction 

Tm. 


In reply to my question, Mr. Ebtehaj stated that the Tehren Cement 
Company had made arrangements to purchase electric power plant equi pment 
from the German firm of Bersig, The power plant installation would cost 
$324,000 f.0,b, Hamburg. ‘Terms of payment call for a down payment of 10 
percent with order, ami a second installment of 15 percent of the contract 
price payable one month before the plant was prepared for Shipment, and 
the remaining 75 percent was payable in equal installments over a period 
of fifty months from the date of the down payment. ‘The terms of the 
contract call for a Bank Melli guarantee of the installment payments, 
orgy, | to 75 percent of the contract, and interest on the unpaid balance 
was 7-1/2 percent a year, Mr, Ebtehaj said Bank Melli had undertaken to 
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endorse the notes of Tehran Cement Company made out in favor of the Borsig 
. Mr. Ebtehaj stated that he was not requesting that United States 
aid dollars be made available to effect the down payment on the electrid 
power equipment from the German firm. He hoped to mke arrangements with 
the German trade delegation, scheduled to come to Iran at an early date, 


to obtain financing from any additional credits which Germany might furnish 
to the Government of Iran, 


I told Mr, Ebtehaj that the Bnbassy would give sympathetic considera~ 
tion to his request that United States aid dollars be made available to 
the Bank Melli to effect the down payment on the cement making machinery 
- from the Danish firm of F. L. Smidth & Co. The Embassy, however, would 
have to dis¢uss the matter fully with the officials of the USOM/I, and on 
the basis of that discussion a telegram would be sent to Washington. In 
reply to Mr. Ebtehaj's question, I estimated that a minimum of ten days 
would be required to obtain a decision from Washington. 


Mr. Ebtehaj said he very mich hoped that the Babassy and USOM/I 
officials would make a favorable recommendation to Washington, and that 
this recommendation would be accepted, He agreed to furnish at once the 
relevant documents bearing on this transaction with the Danis 


sh supplier, 
together with a copy of the letter of the Bank Melli to the Tehran Cement | 


Gompany which indicated thatthe Bank Melli would guarantee the installment 
payments on the purchases from the Danish and German suppliers of equip 
ment. He also agreed to supply a copy of the letter from the Danish 
supplier in which it was indicated that settlement could be made in 
sterling in payment of the cement-making equipment. 


These documents have been received and are attached, 


eet The Ambassador 
Mr. Potter - USG4/I 
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CIMENT DE TEMERAN 
societe Anonyme 


COPY 
FL. SMIDTH & CO. S/A; 
BY AIR MATL Ii] DUPLICATE 
Ciment de Tehran -S/A, 
966 Avenue Shah Reza 
Tehran, TRAN 
Your ref, 151 | Our ref, PB/HHH Date: September 28, 195) 


Dear Sirs, 


We acknowledge receipt of your letter of September ll, from which we 
note that Bank Melli wants to have the option of transferring either in U.S, 
lollars or in pounds sserling the amounts due to us as per the Agreement 
made between our two companies on August 6, 195). 


We are pleased to inform you that we can agree to the above procedure, 
on condition that both the U.S. dollars and the pounds sterling are transfer- 
able to Danish account in Copenhagen and convertible into Danish Kroner, 
and that the amounts of Danish Kroner which we actually receive are those 
stipulated in the Agreement, 


This letter is to be considered as a supplement to the Agreement made 
between our two Companies on fugust 6, 1954, and we would therefore ask you 
kindly to provide the duplicate with your official signatures and return it 
tO USe ae 


Yours faithfully, 


Per pro FeLe Snidth & Coe S/A 


: | - 
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COPY OF THE LETTER OF Tim BANK MELLI NO, 1069/7 DATED 
13/6/33 


The Temporary Board of Directors of Sherkate Schami Ciman Tehran (on 
the point of formation): 


In reply to your letters No, l:7 of Khordad 22 and 123 dated Shahrivar 
¢ of the current year regarding the purchase of machineries and equipment 
for the 300 ton cement factory which you have the intention to set up in 
the outskirts of Teheran and with the reference to your talk with the. 
_ Director General of the Bank, we have to declare our approval for the trans- 
action totalling $1,500,000 under the following conditions: 


le Sherkate Sahami Siman Tehran will place at the disposal of the Bank 
Melli cash amount and guarantees as follows: 


Ae The sun of twenty million rials in cash as first deposit. 


Be cceptable Bank guarantee for the sum of fifty million rials 
for a period of one year, 


C.- Guaranteed drafts equivalent to fifty million rials which 
all partners have undertaken to pay to the Sherkat every month 
tiil the end of Esfand of the current year. | | 


2e ill machineries and equipment purchased and sent to Iran for the 
above 300 tons cement factory, from the date of preparation in the country 
ordered until the date of entire settlement of Sherkatts debt to the Bank, 
will be placed as a security at the disposal of the Bank Melli and the above 
Machineries are to be insured and transported in the name of the said bank, 


In case that the Sherkat Sahami Siman Tehran fulfill the above mentioned 
engagements, the Bank Melli will agree the following: 


1. To effect payment equivalent to 10% of the whole prices of the said 
machineries from the deposit mentioned in part Ay Noe 1, against banking 
guarantee, to the selling Company as soon as the authorization of the Exchange 
Commission is issued in this respecte | 


2e Three months after the said transfer an irrevocable credit for the 
sum of $1,350,000 will be opened in the name of the seller or sellers 
factory as follows: 


he 15% of the whole price to the Bankts agent in time of delivery | 
of the shipping documents, 


Be The remainder 75% of the price of machineries be payable in 
- @ight equal instalments of six months cach in a manner that. 
the first instalment be effected 18 months after and the 
last instalment sixty months after the conclusion of the contracte 


UNC“. 5S TF TED 
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4 Bank Melli Iran will guarantee the above-mentioned eight instalments 
in part B No. 2 provided that the si /eeiibaia of ae Exchange Commission be 
obtained in this respect. 


For further information the Bank has to declare thats 


1. After having effected the 10% mentioned in part I by the Bank, the 

taurine Sahami Siman Tcheran is to be registered and to submit to the Bank 

the relative documents regarding the registration, otherwise the Bank will 
refrain from executing the remaining parts of the transaction, 


2, The rate of interest relative to the undertaking of the shareholders 
which in reality is the essential debt of the Sherkat will be counted and 
collected at l% in the year, 

We will be pleased if you will acknowledge receipt of this lctter and 
in case of approval of the mentioned conditions to take the necessary steps 
for the preliminary arrangement. 


“BANK MELLT IRAN 


UNCLASSIFIED 


i 
UNCL/.SSIFIED rf 
190 
iAmembassy, Tehran 


SUR TT RiCT 
The following contract is being concluded between the 


Compagnie des Ciments Tcheran, Teheran, 
(hereafter called Purchaser), and the 


BORSIG «KT TEN GESELLSCHAFT, Berlin-Tegel, 
(hereafter called Vendor). 


Objects 


1 Borsig Stcam Power Plant of 3000 ki output at the terminals, at a powor 
factor of 0.8, and 2 x 10 t/h stcam output at 32 atg licensed pressure 
and 10 deg.C superheated steam temperature, 


Scope of Delivery: 
according to the quotation of the Vendor No. 26 33 b dated 26th August, 195). 


Prices: ) : | 
The price of the complete plant is US% 32h).000.—— 
(three hundred and twenty-four thousand US Dollars) 


fob Hamburg, seapacking included, erection excluded, on the basis of an exchange 
rate of 1 Dollar = pM l.20. In case of any deviation from this rate of exchange 
the amount of Dollars is to be adapted accordingly. 


Terms of Payment: 


lst instalment; 10% with order, 

and instalment; 15% by an irrevocable and divisible letter of credit to be 
opened with the Bank fur Handel und Industric i.G., 
ll, Uhlendstrasse, Berlin-Charlottenburg 2, four weeks before 
the material is ready for dispatch, of which date the Purchaser 
will be informed in due time, and payable against shipping 
documents of cach partial delivery, 

3rd instalment, 12 1/2% 20 months after the first instalment, 

4th instalment; 12 1/2% 26 months after the first instalment, 

5th instalment: 12 1/2% 32 moths after the first instalment, 

6th instalments 12 1/2% 38 months after the first instalment, 

7th instalment: 12 1/2% 4h months after the first instalment, 

8th instalment: 12 1/2% 50 months aftcr the first instalment. 


The third to cighth instalments (both inclusive) are to be covered by 
drafts issued by the Vondor, acceptcd by the Purchaser and endorsed by Rank 
Melli et the time of order, : - 


‘Should shipmont be delayed for any reason other than force majeure or 
should the delivery time of the complete machineries be shortened, the due 
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times of the drafts will be changed accordingly. 


The individual amounts of the drafts will be increased by the interests 
to be paid on each of them, 


Interests: 


'. rate of interest of 73 per year will be charged by the Vendor on the 
third to cighth instalments (both inclusive) starting 11 months after receipt 
of the first instalment, provided that the whole boiler plant is delivered 
before 11 months. Should be any delay in thu delivery of the boiler plant 
in the above-mentioned time or should be any delay in the delivery of the 
complete stcam power plant in lh months, the fixed date for starting the 
calculation of interests will be changed accordingly. 


Time of Delivery: 


The delivery of the complete plant is to be effected beginning 8 months 
and ending 1) months after receipt of the first instalment and the accepted 
draftse Delivery will be regarded as having been effected when the goods have 
been handed over to the shipping companies, 


Ponaltics: 


Should there be a delay in delivery because of reasons other than force 
majeure and the Purchaser sufiers a loss from such delay, he is entitled - 
every other claim to damages excluded = to claim compensation for default 
amounting to gs percent for every full week of delay, but not exceeding 5 percent 
of that part of the total contract which could not be properly put into — 
service due to the delay in finishing cortain component parts of the order. 

The consideration to be paid in these circimstances by the Vendor is to be 
taken into account in the final settlcment, 


Drawings: 


The Vendor shall supply layout and arrangement drawings for the power 
plant. The Vendor will supply detailed’ foundation 2nd erection drawings 
necessary for the construction of foundations and for the erection of the 
machinery covered by this agreement. The Vendor shall supply gencral arrange- 
ment drawings for the buildings giving full information regarding the space 
required for the machinery and also floor loads for these buildings, but 
detailed drawings for the construction of the buildings are not included in the 
Vendor's delivery. i411 drawings to be sup;;lied in four copies. | 


Erections — 


Tho Vendor will place at the disposal of the Purchaser the specialists 
necessary for the erection of the plant. The erection costs are charged accord= 
ing to the time needed for the erection at the following rates: : 


For the chicf fitters US$ 750.—- por month 
For the other fitters US$ 650.-- per month 
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to be calculated from the day of departure from Burlin, Travelling costs 
_ Berlin/Teheran and back to Perlin including costs for normal luggage and visa 
expenses to be added and the air tickets to be provided by the Purchaser, 


In addition, the crection is subject to the printed Terms of Erection 
EM 5) of the Vendor, which form part of this contract. 


The following specialists will be made availably by the Vendor: 


chief boilor fitter, 
boilcr fitter, 

chief turbine fitter, 
Chicf pipe fitter, 

pipe fitter, 

chief electrical fittar, 


PRP RPP EP 


The Purchaser to place at the disposal of these specialists the required 
auxiliary labor, among which an adequate part of skilled labor. The exact 
amount of skilled and unskilled labor to be notificd by the Yendor to the 
Purchaser approximately three months before starting erection, Tho Purchaser 
has then to supply the auxiliary labor according to ‘the request of the Vondor 
in such a way as to enable the latter to keep to the crection scucdulee 


: If any of the Vendor's personnel will stay more than one year on the site, 
the Purchascr will nay to the Vendor a monthly, rate extra as holiday compensa- 
tion. 


Payment of Erection Costs; 


The crection costs will be paid monthly according to the invoice produced 
by the Vendor, 


Guarantees: 


a) Material - Vendor guarantees that all materials used in the construction 
of the machinery and equipment which he supplies will be the best obtain- 
able according to the purposes for which it is supplied and that the work 

manship will be first-class throughout. These guarantces having the 
effect that the Vendor shall replace as svon as possible free of charge 
fob Hamburg and including scaworthy packing any part which would be broken 
and suffer from undue wear within 6 months from the date of starting the 
plant but not more than 18 months from the date of delivery fob; unless 
such wear or breakage is caused by carsless or unproper treatment or by 
other causes beyond the Vendor's control. The defective parts thus re- 
placed to become Vendor's property4 one | 


b) Performances - The Vendor guarantees output and efficicncies of the steam 
power plant according to the figures given in his quotation, Should these 
figures not be reached at the test run, the Vendor will be obliged to 
improve the plant accordingly frve of charge in the soonest possible timc. 
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Should in spite of such imrovenent the guaranteed figures still not be 
reached, the Purchaser will be entitled to claim the following penaltics: 


for cach percent of deficicncy in output = 1% of the price of the 
respective element, — 


for cach point the efficiency falls below the guaranteed figure - $% of 


‘the price of the respective clemente 


The total amount to be deducted for deficiencies shall not excced 5 percent 
of the prices of the respective machinery. 


The Purchaser will not be entitled to claim any damages beyond these 
penalties. 


Payment of penaltics, if any, shall be effectc xd by deduction from the 8th 
instalment. Interests at the rate of 73% per year on the amount of Lliquidat— 
ed penalties, calculated from the date of completion of the guarantec's 

test until payment of the 8th instalment falls duc, shall also be deducted 
from the 8th instalment. 


Contract Documents: 


The docunents forming part of this contract are in succession as follows: 


a.) 


b) 


c) 


d) 


the present contract, 

the quotation of the Vendor No. 26 33 b dated 26th Aucust, Sh, 

the Vendor's printed Terms of Delivery E 5 in as much as they are not 
opposed to the above items a) and b), excluding chapter B; an! chapter 
G, item 1, supplemented after the word tunable! by 'by force majeure’, 
the Vendor's printed Terms of Erection EM 5) in as much as “they are not 
opposed to the above items a) and b), excluding item 1 - a) to e) of 
chapter s., and it ons 2 and 3 of Chapter B. 


The conditions of this agroement are subject to approval by the Board of 


Directors of the Compagnie des Ciments Teheran and by the German Authorities. 


26th August, 195), 


Signed on behalf of _ signed on behalf of 


Compagnie des Ciments Teheran BORSIG AKTIENGESELLSCHAFT © 


le Tar 
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CIMENT DE TEHEIUN 
Societe Anonyme 


Ref, 212 | 7/10/54 


hire William Bray 
Kconomic Counselor, 
imerican Imbassy, 
Tehran. 


Dear Sirs 


fs we had already the honor to inform you, this company which was set up 
for the establishment of cement factories and similar activities, has entered 
into a contract with a Danish Company, named F.L. Snidth & Co, S/i.s which is 
considered one of the best and well-known Cement-making machinery plants in 
the world. 


The conditions for payment are as follows: 


1, Total price of cement making machinery, ctc. dekr.6.509.900 
Ulectrical Equipment d.ekr.1.051.200 
Tot al : d okt ts 561,100 


2e Terms of payments 
10% to be paid with the order, 


15% by irrevocable and confirmed Credit vith a Copenhagen Bank (the 
letter or the credit has to be issued 3 months after the first instalment 
falls due) against shipping documents and the remainder 75% in five years from 
the date of the signing of the contract in eight equal instalments so that 
the first instalment will be paid cightcen months aftor the first 10% is 
effected (six months after shipment), 


3e, A yearly interest and guarantee of 7% will be counted for the third 
to the tenth instalment, 


The time delivery of the machinery has been indicated as between nine to 
twelve months from the date of the placing of the order, but the F.L. Smidth 
Company have verbally promised to deliver the most important parts of the 
machinery within the first nine months, 


_ Regarding the long term payment it has been foreseen that all the relative 
drafts sent by the Company will be endorsed by the Bank Melli.Iran, 


To complete the transaction, the Board of Directors of this Conpany have 
discussed with the Bank Melli Iran and obtained its approval by letter 
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Now 1099/7 dated 13/6/33 copy of which is enclosed. » After obtaining such an 
approval, we were able to sign and exchange the contract with the company «. ‘ 
Preliminary arrangements have been made and even an expert has been sent by 
the company to investigate and to got all the necessary information in connec- 
tion with the nature of the land, mining materials, otc, in Ghani sbad (out~ 
skirts of Tehran, in the south, about six kilometers from the Railway) where. 
the factory is to be set upe® The result of the raw matcrial analysis was that 
firstly the mining materials contain all the necessary conditions and secondly 
the land has sufficient supply for at least 60 years, - 


Following that and in accordance with tho Exchange Commission's Permit 
No. 33/6/7 - 9107/33076, we have requested the Bank Mclli Tran to transfer 
the first instalment to Copenhagen assuring them that after this operation 
and as soon as we receive the drafts from the F.L. Snidth Company, we will 
place cash money and other necessary guarantees required at the disposal of 
the Bank Melli. 


Unfortunately, however, iw were informed by the Bank that owing to the 
present unfavoreble circumstances, the Bank is unable to comply with our 
request and they can only utilize under special conditions the dollars received 
from the United States Technical Cooperation Administretion for Tran and 
consequently regret that our request does not conform with their conditions. 


Inasmuch as the country's need for Cenent is growing to an unprecedented 
extent and-specially in view of the construction of the Karadj Dam and other 
productive works vhich consume great quentities of Cement and teking into 
consideration the fact that those operntions constitute the stepping stone of 
the Government's program, one may judge how much intention and our decision 
for the establishment of such a factory is beneficial to the progress of the 
nation. | : 


It is not irrelative to state that five years ago Mr. James Somerville, 
the American Economic Counsclor, encouraged us to do everything possible in the 
way of realizing productive works and believed that one of the best ways for 
promoting industries would be in the line of setting up cement ractories; for 
that purpose we have studied during cightcen months the establishment of a 
cement factory in Doroud, unfortunately, however, these projects did not mature. 


another point which will perhaps be of interest to you is that this 
company reccived as far back as last January, many proposals from various 
companies of the world for the purchase of cement factorics; we have also 
received an offer from the well-known Allis Chalmers Company but it has been 
found that their prices were much highor than those proposed by the Zuropéean 
Companiese 


However, we arc pleascd to state that we have coneluded a contract with 
the Smidth Company which has good reputation in Iran, seeing that its first 
hundred-ton cement factory, sct up in the year 1312 (1933) is still working 
satisfactorily. 2 
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The purpose of submitting this letter is to request you for the sake of 
accelerating this beneficial and use ful work to make the necessary arrenge= 
ments so that the Bank Melli should tronsfer from dollars you have put at 
their disposal the sum of Krs. 71188 (Denish Krowns) or its equivalent in: 
dollars to Copenhagen for the first instalment ond open three months later, 


a credit equivalent to 15% of the whole order as mentioned above. 


Naturally, the Bank Melli Iran will undertake, as per atteched letter 
and as per recent verbal confirmation, to guarantce the payment of the agreed 
instalmentse 


We entertain the hope that our request will meet with your approval and 
that of the United States Technical Cooperation Administration for Tran, and 
that the necessary steps will be taken by you for arranging this matter, 

We conclude by saying that should our request be complicd with you, we 
will be in a position to get the coment plant production before the summer 
ar 1956, just at the time that Karadj Dam construction will be in urgent 
need of comente 

Yours sincerely, 


Board of Directors 
of Cencnt de Teheran 


Ped Please find attached the following documents: 
le Copy of the letter issued by Fele Snidth dated 28th September 195 
regarding their acceptance of payment in pounds sterling instead 
of U.S. dollars, 


@e The original of the contract exchanged between us and Borsig Berlin 
concerning the power plant, — 


36 CO of the status of our company in Persian, 
; 4 


4 Copy of Bank Melli Irants letter dated 13/6/1333. 
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